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Abstract:

This study aims to analyze and measure the dynamic impact of the
fiscal deficit and inflation on the unemployment rate in Libya during
the period (1990-2024), within the context of a rentier economy
characterized by sharp fluctuations and recurrent political and
structural shocks. The study relies on annual time-series data and
employs the Autoregressive Distributed Lag (ARDL) model due to
its ability to distinguish between short-run and long-run effects
when variables are integrated of different orders.

The results reveal the existence of a long-run equilibrium
relationship between the unemployment rate and the economic
variables under consideration. The findings also indicate that the
fiscal deficit has a statistically significant negative effect on the
unemployment rate in both the short and long run, reflecting the
expansionary role of fiscal policy; however, this effect is associated
with rent-seeking expenditure that does not generate sustainable
employment. Regarding inflation, the results show no statistically
significant effect in the long run, while a temporary inverse effect is
observed in the short run. In addition, the results indicate that
economic growth has no significant impact on unemployment,
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confirming the presence of a non-employment-generating growth
pattern in the Libyan economy. Oil revenues exhibit a positive and
statistically significant effect on the unemployment rate, whereas a
depreciation of the exchange rate is associated with a decline in
unemployment due to the expansion of informal economic
activities. The study concludes that reducing unemployment in
Libya requires comprehensive structural reforms focusing on
diversifying the productive base, redirecting fiscal policy toward
productive investment, and strengthening institutional stability and
economic governance.

Keywords: Unemployment; Fiscal Deficit; Inflation; Rentier
Economy; ARDL Model
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Basgll sial (ADF) hal) g _ S jLad) gl (1) Jsss
il ADF i | 4a )l adll | &duaall (Prob) | ¥ ADF | a0
S siaal | (5 sina 2o I G | Jalsal
(%5)

RGDP -1.87 -2.95 0.34 | ***-4.62 1(2)
OIL -2.01 -2.95 0.28 | ***511 | I(1)
DEF ***.3 41 -2.95 0.03 — | 10)
INF 4,26 ***- -2.95 0.01 — | 10)
EXCH -1.54 -2.95 0.49 | ***6,03 | (1)
UNEMP -2.00 -2.95 0.27 | ***-3.67 1(2)
D2011) ***.5.08 -2.95 — — | 10)
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(ARDL)4 joall cilsadll 3131 jlassy|

AIC L aladiuly Jid) el 4, jLad) (2) Jsas

Dbl 3seil diealga AIC i
ARDL(2,2,1,0,0,0,2) -1.3303
Eviews galin clajda Ao slaie¥h Gald) dae) @ juaall
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b o (83800 33) T 353m0 Ao amass Ligies lily o Zuball slaey Tl
Lpall clayy gl il 558 e Glelladl adl) aall 3aa3 (2) Jsaall
DAY (AIC) cilasbeall bS] e ladiad 23 LS L claleall 3 L 8Y) A<
Hannan—; Schwarz julae a5)laa s pacall ciliell 4iaedal il Bidl) dda)gall

ARDL(2,2,1,0,0,0,2).z3saill Jlal e elld jaud 35 «Quinn

Copyright © ISTJ il sine waball (358

A g glall 4 gal) Alaall

13


http://www.doi.org/10.62341/1554dfij

International Scienceand ~ VOlume 38 ) B kI 50 e
Technology Journal Part 1 aaall - m

Akl g glall 4 gal) Al ISTJ}\Q

http://www.doi.org/10.62341/1554dfij

Ayl ooy Lae ((UNEMP) AlUadl Jasal (ellal 35m ddealall sda ias
LIl (DEF) Il el daellads ¢ oall) Janll (oo 8 Sl Lgaillag AU
(INF) adil) Janal anly elady il Ao Gl dabadl GaaSlll 500
Alaa ¥ Asall milll clelay) =5 ol LS Ayl leneall sabiall eyl uliil
O &Y s Laa ¢ (OIL) Lol juziag (EXCH) Ciyeall jaus (RGDP) sl
BLRYL claglaal) las Gy 5l dbialgall A uales S0 el Ll
SV LEN (D2011) 2011 Al ceashl uaiall cpellad zhol 5 el )
2011 ple ae Labea®¥ g ducband) Slarall e ) gl HLSDU Sualinl
G Aald djall clayy o Blaally zsaill aad o Blg il e ey
ool Addise Him Les ¢(2024-1990) 358l agaadd)l Ligind) diall aas Jla
clasy) Y mal) By cubil
(ARDL)dsj sall cilgadll SIA) Jasi¥) isad ol il (3) dgas

JELN| Jalaal) Basy) t duilas) Adlaay) daaal)
Slaall (Prob.)
UNEMP(-1) 0.177063 0.173233 | 0.985742 0.3366
UNEMP(-2) 0.559468 0.151707 | 3.687823 0.0016
oIL 0.007859 0.001924 | 4.083800 0.0006
OlL(-1) 0.003941 0.002383 | 1.653746 0.1146
OlL(-2) 0.002395- | 0.001561 | 1.534778- 0.1413
INF 3410.000 0.004082 | 0.083437 0.9344
INF(-1) 0.010799 - | 0.004524 | - 2.386896 0.0275
RGDP 0.001159 - | 0.004803 | - 0.241232 0.8120
EXCH -0.137187 | 0.027070 | - 5.067774 0.0001
D2011 0.474910- | 0.169310 | 2.804493 - 0.0113
DEF 0.018750 - | 0.006233 | -3.015933 0.0066
DEF(-1) 0.020497 - | 0.005720 | - 3.583385 0.0020
DEF(-2) 0.011728 - | 0.004359 | - 2.690592 |  0.0145
)BT ( 4.814455 1.611283 | 2.987964 0.0076
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0.980750 R-squared
0.967579 Adjusted R-squared
74.46314 F-statistic
0.000000 Prob(F-statistic)
1.946036 Durbin-Watson
-1.330299 Akaike Information Criterion (AIC
-0.695417 Schwarz Criterion (SC)
-1.116681 Hannan—Quinn Criterion (HQ)
33 Glaaliall 2
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SC 5 AIC = -1.330299 Jie z3sall HLas) jules i LS .z dgall bl
Ljlae JuadY) g bl z3salll of M HQ = ~1.116681 5 = —0.695417
alaall 038 (385 Al 2 3lally
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0.0396 0.034862 OIL
0.1929 -0.038768 INF
0.8204 - 0.004295 RGDP
0.0350 - 0.508535 EXCH
0.0328 -1.760437 D2011
0.0016 - 0.188960 DEF
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Prob el Jaladll
0.0106 -0.269768 ECM(-1) [UNEMP(-1)]
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